ABSTRACT
INTRODUCTION
esearchers have conducted various studies in an attempt to gain insights into the ethics of business leaders to postulate possible reasons for unethical behavior. Recent scandals such as Enron, Worldcom, and Adelphia indicate an ethical problem still exists in the business community. Business ethics are typically discussed at length in university business programs, sometimes with one or more courses devoted to the topic. Very often students are used as surrogates for business leaders. One such study by Ahmad and Fadzly (A & F, 2004 ) posited that when a person observes what they consider to be an unethical act they will try to explain (ethical judgment) why the individual acted unethically. The person would then either endorse the action as acceptable in the circumstances or reject it as unacceptable. Their ethics principles and personal values would supposedly influence that decision. Additionally, the authors suggest that the perceived consequences of the unethical act would have an influence.
This study is an attempt to replicate the A & F study, using accounting and business students in the United States (their study was conducted with Malaysian students). Ahmad and Fadzly's questionnaire was modified and administered to 418 university business and accounting students. The questionnaire contained 19 questions, randomly arranged, that related to five factors.
PREVIOUS STUDIES
The large number of studies relating to the ethics of business and accounting students is probably due to the inability of researchers to explain human behavior. Studies by Cohen et O'Leary and Cotter (2000) examined the ethical attitudes of final year accountancy students in Ireland and Australia in an effort to determine if culture has an effect on ethical decision-making. The survey instrument contained six ethical scenarios each with three choices of action. Participants could either accept a bribe/offer, reject the bribe/offer and say nothing, or reject the bribe/offer and report to the relevant authorities. Irish students were found to be more ready to act unethically than were their Australian contemporaries. Additionally, males in both countries appeared more likely to act unethical1y than female students. But the inclination towards unethical actions dropped dramatically when an element of risk was introduced, suggesting that the risk of getting caught would make individuals act more ethically. Factors that were believed to contribute to the differences between the respondents in the two countries include sensitivity of the business environments towards ethics issues, legal protection afforded to whistle blowers, and the emphasis on ethics through education. Cohen et al. (2001) investigated the differences in an individual's ethical decision-making between university business students and accounting professionals. Using a series of examples, differences were measured on the three dimensions known to be important in the ethical decision making process, ethical awareness, ethical orientation, and intention to perform unethical acts. Although the groups displayed similar ethical orientation and ethical awareness levels, the latter was strongly related to the intention to commit unethical acts. Additionally, women consistently viewed the questionable acts presented as less ethical and, therefore, were less willing to perform them than were the men.
Ethics research typically measures what the participant thinks should be done and not what they would actually do in a given situation. Those attitudes are not necessarily a good reflection of actual behavior. Smith and Oakley (1997) found evidence relating to the potential effects of a "social desirability" response bias, where ethical attitudes, how they would act, are replaced with ethical principles, what they consider socially acceptable behavior. Kantor and Weisberg (2002) noted that researchers' continued efforts to predict behavior from a subject's opinion should always consider the gap between what the subject thinks "ought to be done" and their actual behavior. Additionally, people tend to evaluate themselves more favorably than others (Alicke et al., 1995) , thus creating a 'self-enhancement bias', which is the tendency to describe oneself more positively than the social norm. Manley et a1. (2001) also noted that, based on prior research, self-enhancement bias can occur in studies involving ethics perceptions, but the bias is reduced when the factors of being caught and punished are present.
A review of the literature indicates that research focusing on factors that may influence ethical behavior produce conflicting results and that they are not able to accurately predict actual behavior. Considering these problems, the present survey instrument was designed to use two basic elements of Thome's model (Armstrong et al., 2003) that are thought to determine ethical behavior. They are moral development, ethics principles, (the ability to understand the issues, think them through and arrive at an ethical judgment), and virtue, personal values, (the ethical motivation and intention to act morally and the ethical character to bring that attention to realization). Virtue may be important in achieving internal satisfaction, such as blessedness, happiness and prosperity, but the possession of virtue may hinder the achievement of external satisfactions such as wealth, power and fame (McIntyre, 1984 , as quoted by Libby and Thorne, 2002) . This juxtaposition of internal and external satisfactions makes it impossible to maximize both, forcing choice between the two. Therefore, a person's dominant drive, internal or external achievement, would likely determine the ultimate decision or action. Another reason that decisions may not follow one's ethical values is the existence of conflicting organizational pressures (Allmon et al., 2000) .
Based upon the "attribution theory," (Buckley et al. 1998 ) argued that individuals who believe they are ethical while simultaneously perceiving that unethical behavior is common, might as be inclined to engage in unethical behavior in order to compete on even ground despite believing that the actions are morally wrong. Nevertheless, the influences of the motivation, pressures and rationalization on unethical behavior are decreased if the individual is held accountable for his/her choices (Brief et al., 1990) and when a certain level of risk is associated with the action (Buckley et al., 1998) .
The current study posits that when unethical behavior is observed, the observer would try to explain why the perpetrator acted unethically, the reason or motivation for the act. The observer would then arrive at either a positive or negative response, during which ethics principles and personal values could be of some influence. A positive response indicates agreement with the act or acceptance of the excuse given for the act. This ethical judgement implies that the respondent would exhibit similar behavior in similar situations.
Ahmad and Fadzly (A & F) completed a study, with Malaysian students, to determine if ethics principles and personal values were related to ethical judgement and, if the perceived consequences of an unethical act might influence ethical judgement. A total of 347 students responded to their questionnaire, 81% of whom were females. They found that students thought ethics principles and personal values were two important factors affecting their behavior. In spite of being intolerant to bribery, most respondents indicated that cheating might be acceptable when needed, and that fraud should only be reported when the amount is significant.
The current framework proposes that individuals who respond negatively, do not endorse the reason given for the unethical action, might take the same unethical action if there is a paradigm of the need to do so to maintain some level of parity (e.g. "if others are doing it then I have to do it to compete on a level playing field"). This decision would also depend on the likelihood of some perceived consequences occurring. An individual who believes that unethical behavior will result in positive consequences would be more likely to commit an unethical act. Similarly, a person who perceives a high likelihood of receiving negative consequences would tend to be dissuaded from committing an unethical act. The present study examines business and accounting students' ethics principles, personal values and their perceptions of implications of unethical conduct.
STUDY DESIGN
The survey questionnaire used in the A & F study was modified slightly to make it more appropriate for students attending a university in the U.S. and to change the demographic information requested. The previous study asked for "accounting work experience" which was not considered relevant in this study. Only about one percent of the respondents had more than one year of experience and almost 80% had no experience. Statements were added relating to ethnicity and religion to allow for analysis based on those factors. The instrument used contained 19 statements, relating to the five scales, and five demographic statements.
The questionnaire, containing 19 statements relating to the research issues and five demographic questions, is shown in Appendix I. A total of 418 undergraduate business and accounting students completed the questionnaire. Statements were randomly arranged as much as possible consistent with similar response scales. Table 1 contains responses to the statements grouped by the scales investigated.
As seen in table 1, the five scales were ethics principles, personal values, ethical judgment, perceived positive consequences and perceived negative consequences of unethical behavior. Each scale was measured by three to five statements.
The Ahmad and Fadzly (A & F) study used these statements, or statements very similar, but did not indicate that any reliability testing had been done on the scales. All of the scales were subjected to reliability testing using Cronbach's "coefficient alpha." The first scale, ethics principles, contained the following three statements.

Honesty is always the best policy.  Other people's welfare is more important than mine.  I will never tolerate bribery in my life.
Cronbach's coefficient alpha for the scale was 0.430 and the elimination of any one of the three items would lower the alpha. Therefore, they were all retained as part of the scale for later analysis.
In the second scale, personal values, respondents were asked to indicate the level of importance for each of the following factors in their ethical decision making.
The initial Cronbach's coefficient alpha was 0.344 and the analysis indicated that if the second factor, relating to "money," was eliminated the alpha would increase to 0.396. Consequently, that factor was left out of the scale in additional data analysis.
The "money" factor was not strongly correlated with the other factors in the scale but it was significantly correlated (at the 0.05 level) with all of the five scales. That result indicates that it is an important factor in ethical decision making. No further analysis of the factor will be presented here.
Scale analysis of statements contained in the ethical judgment scale yielded a Cronbach's coefficient alpha of 0.654. The following three statements were included in the scale.
Reporting a financial malpractice is required only if it involves a lot of money.  Bribery is acceptable if it is customary in the present environment.  In some situations cheating is the right thing to do.
Results indicated that eliminating any one of the three statements would lower the coefficient so, all three statements were retained in the scale.
The final two scales related to potential positive and negative consequences of an action. The following statements were contained in the perceived positive consequences scale.
I will get a lot of money.  I will enjoy a better lifestyle..  I will have better business opportunities.  I will become more competitive.
Scale reliability analysis of the statements yielded a Cronbach's coefficient alpha of 0.877 and indicated that the scale would not be improved by eliminating any of the four statements.
The last scale was Perceived Negative Consequences of an action and the following statements made up the scale.
I will be legally punished.  I will commit a sin.  I will lose my job.  I will humiliate myself.  I will humiliate my family.
Analysis of the responses gave a Cronbach's coefficient alpha of 0.829 and indicated that the scale would be improved if the statement "I will commit a sin" was eliminated. Consequently, this statement was eliminated from the scale and the alpha increased to 0.886.
Responses to this statement were positively correlated with personal values which is to be expected because if an individual believes they would commit a sin by performing an unethical act then they would also expect to have high personal values. However, responses were negatively correlated (at the 0.01 level) with the negative consequences scale which is surprising at first glance because an individual who considers committing a sin as a negative consequence of performing an unethical act would also consider the other four consequences in the same light. Upon closer inspection, however, committing a sin is spiritual while the other four are temporal punishments and, committing a sin is an action and not a punishment. This factor is not considered further in this study.
Each of these statements was correlated with some of the other statements but no analysis of those relationships was conducted for this study.
RESULTS

Ethics Principles
Responses to statements relating to ethics principles indicate that ethics is considered to be very important to the students surveyed. As can be seen in Figure 1 , more than 92% agreed that "honesty is the best policy," and about 74% said that they would "never tolerate bribery in their life." These results indicate that the students view themselves as having strong ethics and as being honest. Compared with the A & F study, results were higher for "honesty" (92% to 89%) and bribery (74% to 72%) but, the difference does not appear significant. There were approximately 350 responses to the A & F study compared with the 418 responses in the present study. Responding to the statement that "Other people's welfare is more important than mine," students were substantially less supportive of the concept with only 57.66% in agreement. Apparently, even though they view themselves as being ethical, a large proportion (42%) do not believe that other people's welfare is more important than their own welfare. Still, the percentage (57.66) agreeing was substantially higher than the 44.67% that agreed in the A & F study. That study was conducted with students in a predominately Muslim country. The mean response for the scale was 4.326 which is between the "slightly agree" and "agree" points on the scale.
Ethics Principles -Percent
Figure 1 Personal Values
All four of the personal values scales were rated as being important in the students' ethical decision making. However, because the "money" scale reduced the scale reliability it was removed from the analysis. Response percentages to the other scales are shown below in Figure 2 . More than 99% indicated that "selfprinciples" were important when they made ethical decisions. This compares with 79.48% for "religion" and 93.78% for "law or regulations." Again, these percentages are higher than in the A & F study. For "self-principles" A & F had 94.24 compared 99.28 and 72.05 compared to 79.43 for "religion." While these differences may not be significant, the difference for "law and regulations" was substantial. In the A & F study only 71.18% indicated that this factor was important in making ethical decisions while in the present study 93.78% so indicated. While a number of explanations for this difference are possible, one is that students in the present study believed that the probability of exposure and punishment was greater. This belief could result in a heightened importance of the factor in ethical decision making. Another explanation could be that the relatively high importance of "selfprinciples" and "religion" overshadowed the need for "law and regulations" to be as important in the A & F study. However, the importance of both of these factors was higher in the present study. 
Personal Values
Ethical Judgment
The ethical judgment scale contained statements that made excuses for acts that would normally be considered unethical. These excuses can be seen in Table 1 and they are abbreviated in Figure 3 below. Given the relatively high levels of ethics principles and personal values indicated previously, respondents would be expected to reject these excuses. Overall that observation is correct because less than half of the respondents agreed that these excuses were acceptable reasons for unethical behavior. However, the difference between the two samples is surprising. As can be seen, respondents in the A & F study accepted these excuses as valid one and one-half to three tines as often. Only 15.32% of respondents in the present study agreed that "reporting a financial malpractice is required only if it involves a lot of money" while a surprising 45.31% in the A & F study agreed. Responses to the statement that "bribery is acceptable if it is customary in the present environment" were only about 50% greater (34.43% to 23.80%) for the A & F study. For the last statement relating to the ethical judgment scale, "in some situations cheating is the right thing to do," respondents in the A & F study endorsed the excuse two and one-half times as often as students in the present study. Recall that responses to the ethics principles and personal values scales were very similar. The surprising differences may be due to cultural differences of the respondents and responses to the positive and negative consequences of unethical acts may help clarify this possibility. 
S e lf-P rinc ip le s R e lig ion La w & R e g ula t ion
Positive Consequences
Respondents were asked to indicate how likely (or unlikely) you think the following consequences of unethical behavior are for you. They were then given a list of four positive consequences and five negative consequences. As demonstrated in Figure 4 , except for becoming more competitive, respondents in the A & F study believed more strongly that they would benefit from unethical behavior. This difference may account for the higher level of acceptance, noted in the ethical judgment scale, of the excuses for unethical behavior. However, it is surprising that after displaying high levels of ethics principles and personal values more than half of the respondents in the present study and about two-thirds in the A & F study believe they would benefit from unethical behavior. An interesting difference in the two studies is that more respondents in the present study believed that engaging in unethical behavior would make them more competitive. 
R e p ort M a lpra c t ic e
Negative Consequences
The negative consequences scale contained statements relating to five factors but, as discussed earlier, the factor "I will commit a sin" was removed. As seen in Figure 5 , participants in the A & F study believe more strongly that all of the negative factors will result from unethical behavior than do the respondents in the present study. Those results suggest that they believe they are likely to be caught and that the positive benefits of unethical behavior will be short-lived. Interestingly, the strongest negative consequence for the A & F study was "I will humiliate my family" while for the present study it was "I will humiliate myself." Perhaps this is an interesting reflection of cultural differences between the Asian, family-oriented, and American self-oriented culture. Relationships Between the Scales Ahmad and Fadzly hypothesized that when a person observes what they consider to be an unethical act they will try to explain (ethical judgment) why the individual acted unethically. The person would then either endorse the action as acceptable in the circumstances or reject it as unacceptable. Their ethics principles (virtue) and personal values would supposedly influence that decision. Additionally, the authors suggest that the perceived consequences of the unethical act would also have an influence. Correlation coefficients were calculated for the relationships between the scales and are shown in Table 2 .
As expected the ethics principles and personal values scales were highly correlated, at the 0.000 level. Additionally, they were both negatively correlated (at 0.000 level) with the ethical judgment scale. These results indicate that the respondents who indicated a high level of ethics and a high level of personal values rejected the excuses for unethical behaviors given in the ethical judgment scale statements. Conversely, those participants exhibiting a lower level of ethics and personal values would be more accepting of the excuses for unethical behavior.
The "positive consequences of unethical actions" scale was negatively correlated (at the 0.000 level) with the ethics principles, personal values and the negative consequences of unethical actions scales. The correlation was positive, and significant at the 0.001 level, with the ethical judgment scale. This indicates that participants who thought they would benefit from unethical actions displayed lower ethics principles, lower personal values, and were more likely to accept, and excuse, unethical actions on the part of others. The significant relationship between positive consequences of unethical actions and negative consequences of unethical actions is logical. If a person believes that they will benefit from an unethical action then it is reasonable to believe that they would think the negative consequences (legally punished, lose my job, etc.) would be unlikely. 
Ne gative Conse quence s of Une thical Actions
Gender Differences
In the present study 48.2% of the respondents were females while in the A & F study 81% of the participants were female. Significant differences were found, in the present study, between the responses of males and females for the personal values and the ethical judgment scales. Females displayed stronger personal values and were less accepting of excuses for unethical actions. Consequently, the difference between the percentage of females in the present study and the A & F study does not explain the greater tolerance of respondents in the A & F study in accepting the excuses for unethical actions.
SUMMARY AND CONCLUSIONS
Respondents in the present study indicated a high level of ethics principles with an average of 74.73% agreeing with the items in the scale. Responses to the items in the personal values scale were even higher with an average of 90.83% of the participants indicating that the factors were important in their ethical decision making. These percentages are substantially higher than those reported in the A & F study, 68.67% for ethics principles and 79.16% for personal values, for a predominately female student sample in Malaysia.
The ethical judgment scale reflects the level of acceptance of (making excuses for) unethical acts. Only 19.02% of the participants in the present study indicated that they would agree that the unethical acts contained in the scale were acceptable in the environment described. Recall that the statements were "reporting a financial malpractice is required only if it involves a lot of money," "bribery is acceptable if it is customary in the present environment," and "in some situations cheating is the right thing to do." These results are consistent with the high levels of ethics principles and personal values. However, on average more than twice as many respondents in the A & F study (41.59%) agreed that these excuses were acceptable. That is surprising given that the indicated levels of ethics principles and personal values were about the same for the two groups.
Almost 60% of the respondents in the present study believed that they would experience positive consequences from unethical actions and a similar number, 56.13%, believed that they would experience negative consequences from unethical actions. Apparently they believe the benefits of acting unethically are short-lived and that they will suffer consequences such as being humiliated or losing their job. Responses in the A & F study were stronger (believed more likely to occur) for both of the scales, 66.53% and 73.75% respectively, and stronger for all of the items in the scales except for "I will become more competitive." Perhaps respondents in the A & F study see the benefits and being primarily monetary in nature.
The ethics principles and personal values scales were both negatively correlated, at the 0.000 level, with the ethical judgment scale. Those results indicate that they both are likely to be factors in making ethical judgments. The higher the values for ethics principles and personal values the less accepting respondents were of the excuses for unethical behavior. Additionally, the two scales were negatively correlated, at the 0.000 level, with the positive consequences of unethical actions scale indicating that those with higher the ethics and personal values tended to see less positive benefit of unethical actions. They were also positively correlated with the negative consequences of unethical actions scale, at the 0.090 level for ethics and 0.000 level. This suggests that individuals with high ethics and values expect that punishment for unethical action is more likely.
In summary, respondents indicated a high level of ethics principles and personal values and those with higher levels were less accepting of excuses for unethical behavior. Participants in the A & F study were more accepting of excuses for unethical behavior, believed that the positive benefits of unethical actions were more likely, and that the negative benefits of unethical actions were more likely. 
